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SUMMARY

On July 24, 1998, the Commission issued a Notice of Proposed

Rulemaking regarding its biennial review of regulations contained in Part 61,

inviting comment on suggested changes resulting from that review.

Accordingly, Sprint offers the following comments on the Commission's

proposed revisions.

Sprint supports the Commission's proposal to amend its rules to explicitly

state that they apply to carriers submitting tariff filing fees electronically.

Sprint supports the Commission's proposal to remove the requirement

that an ILEC "post" its interstate tariff at its business offices and instead require

the ILEC to make a telephone number available for customer tariff inquiries.

Sprint does not, however, support "requiring carriers that are not subject to

mandatory electronic tariffing filing requirements to post their tariffs on their

Internet web sites."

Sprint supports the Commission's proposal to create Section 61.24 to

reduce the period that tariffs must be in effect prior to making changes; however,

Sprint urges the Commission to eliminate the effective period altogether for non­

dominant carriers and reduce it to 15 days for dominant carriers.

Sprint supports the Commission's proposed reorganization of the Part 61

rules to enable carriers to more easily identify rules applicable to their particular

situations.
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While Sprint does not object to the Commission's proposed reorganization

of the notice rules to consolidate all such rules for dominant carriers in Section

61.58; Sprint encourages the Commission to adopt the alternative proposal set

forth in paragraph 12. Specifically, Sprint believes that, rather than rearranging

the notice rules, the Commission should modify Section 61.58 to reflect the notice

requirements set forth in Section 204 (a){3) of the Act, and allow rate reductions

to become effective on not less than seven days' notice; and allow rate increases,

new service offerings, and changes in terms and conditions to become effective

on not less than 15 days' notice.

Sprint objects to the Commission's proposed new rule requiring carriers to

maintain separate tariffs for domestic and international services. Sprint

currently tariffs the domestic and international components of its services

together -a structure which benefits the public because the international and

interstate rates being offered for a particular product can be readily identified.

Sprint supports the Commission's proposed removal of Part 61 outlining

IXC price cap rules since IXCs are considered nondominant carriers.

Sprint also supports the proposed revisions of Sections 61.47

("Adjustments to the SBI; pricing bands") and 69.153 ("Presubscribed

interexchange carrier charges") of the rules to describe more accurately the

Commission's intentions with respect to the targeting of exogenous cost changes

and the applicable PICC calculation methodology.

IV



Sprint recommends that Section 61.45(b)(2) be deleted in its entirety for

those price cap LECs which have already implemented intraLATA toll dialing

parity. Currently, the only item left in the interexchange basket is intraLATA

toll. Once the structural and regulatory barriers to intraLATA toll service are

removed, the Commission should allow the market place rather than price cap

regulation to govern the provision of intraLATA toll service.

Sprint suggests that in addition to the method of filing tariffs specified in

Section 61.22(c)(2), the Commission should consider an alternative method of

filing whereby the Carrier files on diskette (or CD-ROM) only those tariff pages

which are being revised under the transmittal. At a minimum, Sprint believes

the Commission should be flexible in granting waivers of the requirements of

Section 61.22(c)(2).

In Part 61.22(e), the Commission is proposing to require a filing method

for contract tariffs that is similar to that currently used by AT&T. Sprint urges the

Commission to allow carriers to continue to use their existing formats for

contract tariffs.

Finally, Sprint has attached Appendixes A and B to these comments,

containing suggested changes to Parts 61 and 61.45 of the Biennial Regulatory

Review NPRM rules, respectively.

Sprint is encouraged by the direction taken in the Commission's biennial

review and its proposed changes. Sprint supports the adoption of changes

proposed in the NPRM, with the suggested modifications.
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Pursuant to Section 11 of the Communications Act of 1934, as amended

("the Act"), the Commission has conducted a review of its regulations contained

in Part 61, along with related tariffing requirements. On July 24, 1998, the

Commission issued a Notice of Proposed Rulemaking ("NPRM") in this matter

inviting comment on suggested changes resulting from that review. Sprint

Corporation ("Sprint") offers the following comments on the Commission's

proposed revisions to Part 61.

I. Electronic Filing

In concert with its mandate that tariffs be filed electronically, the

Commission here proposes to amend its rules to explicitly state that its rules are

applicable to carriers submitting tariff filing fees electronically. Sprint (whose

ILECs currently file their tariffs electronically) agrees that it is appropriate for the
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Commission to change Part 61 to remove any doubt regarding the rules'

applicability to carriers choosing to remit their tariff filing fees electronically.

II. Posting

The Commission recognizes that, as the ILEC's business has changed, so

has the manner in which information is disseminated to its customers.

Consequently, the Commission proposes to remove the requirement that causes

an ILEC to "post" its interstate tariff at the company's business offices. Instead, it

suggests that the ILEC make available a telephone number that can be used by

customers to make inquiries regarding the tariff.

Sprint supports the Commission's proposal regarding the elimination of

the posting requirement as a logical and timely improvement to the Part 61 rules.

With the advent of the electronic tariff filing system, anyone wishing to review

the ILEC's tariff may do so without physically being present in the company's

business office. Moreover, electronic revisions to the tariff are available instantly

whereas, due to the number and varied locations of most ILEC business offices,

there is a delay inherent in updating the paper copies of the tariff maintained at

those sites. Consequently, as a research tool, paper copies of the tariff are

essentially antiquated and not particularly useful to customers. The Commission

should, therefore, proceed with its plan to revise Section 61.72 by eliminating the

requirement that paper copies of the interstate tariff be maintained in ILEC

business offices and, in its place, directing the ILEC to make available a
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telephone number through which customers may contact the company with any

tariff questions they may have.

Sprint does not support "requiring carriers that are not subject to

mandatory electronic tariffing filing requirements to post their tariffs on their

Internet web sites." (Para. 7) Given the volume of Sprint' long distance tariffs

(over 13,000 pages), it is far easier for customers to contact Sprint's long distance

customer service department for information than to search through tariff pages.

It is Sprint's experience that residential customers rarely want the tariff pages.

Business customers whose contracts refer to the tariffs occasionally request

copies of tariffs, and the sales force provides such copies for the specific services

to which they will be subscribing. Again, this is a far better procedure than

looking through thousands of pages of tariffs. Further, if tariff pages are needed,

they can be requested from the Commission's copying vendor or obtained from

one of the vendors that provide tariffs on-line.

III. Effective Period Required Before Changes Are Allowed

Pursuant to the Commission's current rules, a carrier's tariff must be in

effect for at least 30 days before changes are permitted to be made to it. The

Commission is now proposing to create a new rule, Section 61.24, applicable to

nondominant carriers, which would reduce the minimum effective period from

30 to 15 days. Sprint agrees that the 3D-day timeframe at the heart of this rule is

sorely in need of updating. However, while Sprint supports the Commission's
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move to a IS-day minimum effective period, it urges that, the requirement be

eliminated entirely for non-dominant carriers and that a IS-day minimum

effective period be applicable to dominant carriers.

In undertaking its review of Part 61, the Commission set out to amend the

rules, as necessary, to reflect current practices. With respect to the 30-day

minimum effective period, the reality is that requests for waivers to avoid the 30-

day chokehold are routinely made and granted to both dominant and

nondominant carriers. Such petitions are a necessity since the current rule is so

narrow in scope that even something as innocuous as the correction of a

typographical error requires a waiver. Each time a waiver is required, the carrier

involved must prepare and submit the filing - along with a filing fee of $630.

The Commission must then act on the request, causing its staff to investigate the

request and then produce and issue an order. While not eradicating altogether

the need for waivers, cutting in half the minimum effective period would reduce

significantly the administrative burdens and costs currently experienced by both

the carriers and the Commission in this regard.

Recognizing, as the Commission does, that these administrative burdens

exist and that the rule should be relaxed, there is no reason to knowingly

continue to impose these burdens on carriers and their customers. Sprint

respectfUlly disagrees with the Commission's reasoning, as outlined in

paragraph 9 of the NPRM, that maintaining the 30-day timeframe for ILECs will

4



Comments of Sprint Corporation
CC Docket No. 98-131

October 16, 1998

somehow protect their customers. To the contrary, maintaining the 3D-day

timeframe will restrict an ILEC's ability to respond to customer needs. Further,

there is no need to have a minimum effective period for nondominant carriers.

Market pressures often require immediate responses to competitors' actions. In

light of the fierce competition in the long distance market, it is unlikely that a

carrier would undertake rate changes which would be confusing to customer or

that would increase customer churn. Thus, this restriction is no longer required

to protect customers of nondominant carriers.

Like the rule requiring a "posting" of the tariff in each ILEC business

office, the 3D-day minimum effective period was created in a by-gone era when

the telecommunications landscape differed vastly from that in place today. The

Commission must take this opportunity to revise its rules to reflect today's

environment. It should reduce the minimum effective period to 15 days for

dominant carriers and eliminate it for nondominant carriers.

IV. Reorganization of Part 61

At paragraphs ID and 11 of the NPRM, the Commission expresses its

belief that the Part 61 rules should be rearranged so that carriers may more easily

identify rules applicable to their particular situations. Sprint applauds the

Commission's efforts in this regard and encourages it to move forward with such

reorganization.
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v. Notice Requirements

At paragraph 12, the Commission makes clear its intention to revise the

rules regarding notice requirements and, to that end, offers alternative proposals

for such a modification. First, it suggests what amounts to merely a physical

reorganization of the notice rules so that all such rules for dominant carriers

would be located in Section 61.58. Sprint does not object to this proposal;

however, it enthusiastically endorses the alternative proposal set forth in

paragraph 12. Specifically, Sprint believes that, rather than rearranging the

notice rules, the Commission should modify Section 61.58 to reflect the notice

requirements set forth in Section 204 (a)(3) of the Act, and allow rate reductions

to become effective on not less than seven days' notice, and allow rate increases,

new service offerings, and changes in terms and conditions to become effective

on not less than 15 days' notice.

The practical effect of the Commission's "alternative" suggestion would

be to provide carriers the flexibility to introduce new services on less than 45, but

more than 15 days' notice - a decided step forward in the Commission's effort to

foster competition. With today's rigid notice rule - which offers either a 15 or 45

day notice period but nothing in-between -- carriers often miss opportunities to

respond to customer needs or are forced to introduce services while ignoring

practical aspects of service effective dates, such as the need to coincide service

introductions with established billing cycles. Providing carriers the ability to
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exercise more control over when new services appear in the market will erase

these filing hazards. More importantly, this added flexibility will benefit

consumers who will no longer have to wait nearly one and one-half months

following the filing of a new service offering for its eventual introduction into the

marketplace.

VI. International Tariffs

The Commission proposes a new rule which would require carriers to

maintain separate tariffs for domestic and international services because different

rules apply to them. Sprint strenuously objects to this proposal. Sprint currently

tariffs the domestic and international components of its services together. The

public clearly benefits from this structure because the international and interstate

rates being offered for a particular product can be readily identified. In many

instances there are multiple international plans associated with a domestic

product and promotions that may affect domestic and/or international service.

A unified tariff allows customers to find these components easily. Further, it

would be extremely burdensome for carriers to separate the components that are

currently combined.

VII. Revisions to Price Cap Rules

The Commission has made a number of proposals regarding the price cap

rules housed in Part 61. At paragraph 16, the Commission suggests that, since it

has already determined that all interexchange carriers are to be treated as
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nondominant carriers, those sections of Part 61 outlining IXC price cap rules

should be removed. Sprint endorses the adoption of this proposal. As the

Commission itself recognized when it embarked on its review herein, the Part 61

rules are, at best, confusing. Sprint fully supports any effort to streamline or

otherwise recast the Part 61 rules to reflect changes in the regulatory landscape.

Paragraph 18 requests comment on whether revision of Sections 61.47

("Adjustments to the SBI; pricing bands") and 69.153 ("Presubscribed

interexchange carrier charges") of the rules is required in order to describe more

accurately the Commission's intentions with respect to the targeting of

exogenous cost changes and the applicable PICC calculation methodology,

respectively. Once again, Sprint welcomes the Commission's proposed changes.

The Sprint LECs, like most other price cap LEes, find themselves in need of

waivers of Sections 61.47 and 69.153 requirements each time a price cap filing is

made since the rules, in their current state, do not fully reflect the direction given

carriers by the Commission in the Access Reform and related orders.

With respect to Section 61.47, the Commission, in its Access Reform order,

directed price cap LECs to "target" particular rate reductions to particular

baskets. However, the rules resulting from that order do not specify how the

carrier is to allocate cost changes within the baskets themselves. To date, carriers

have proceeded under a trial and error process in which a carrier allocates cost

changes in the manner it believes most appropriate, only to have the
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Commission, through the TRP process, mandate use of a different targeting

method. To avoid this annual "regulatory dance" in the future, the Commission

should codify, in Part 61.47, the appropriate targeting methodology to be used

by all carriers.

Similarly, in reviewing price cap LECs' tariffs filed to implement access

reform, the Commission found that, in developing their access rates, the LECs

should use base period demand and revenues rather than projected revenue and

demand data. Part 61 rules do not, however, adequately reflect the

Commission's expectations on this point. Sprint has continuously voiced its

support for the use of historical rather than forecasted information in the

development of access rates.1 Basing a rate on a forecast which, by virtue of being

an estimate, results in imprecision, confusion, and additional administrative

burden to the regulatory process. Consequently, Sprint emphatically supports

the proposed revisions to Section 69.153 to provide for the use of base period

demand, rather than projected data in calculating the SLC and PICe.

1 Sprint has filed comments in this continuing debate in the context of its 1997 Annual Filing (In
the Matter of 1997 Annual Access Tariff Filings, CC Docket 97-149, Sprint Direct Case filed
September 2, 1997; Rebuttal Comments filed September 24, 1997); Bell Atlantic's Petition for
Reconsideration of the Annual Filing (In the Matter of 1997 Annual Access Tariff Filings, CC Docket
97-149 CCB/CPD 98-1, Sprint Comments filed January 21, 1998; Reply Comments filed January
28, 1998); US WEST's Petition for Waiver of Sections 61.45(d), 61.46(d) and 69.152 of the
Commission's Rules (Ill the Matter of The Petition of US WEST Communications, Inc. for Waiver of
Sections 61.45(d), 61.46(d) alld 69.152 of the Commission's Rilles, CC Docket No. 97-149, Sprint

Comments filed March 9, 1998); and; and In the Matter of Tariffs Implementing Access Charge
Reform, CC Docket No. 97-250, (Sprint Direct Case filed February 27, 1998).
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Adopting the revisions to Sections 61.47 and 69.153, as outlined above,

will save both carriers and the Commission considerable administrative time and

expense by eliminating the need to request and grant what have become routine

waivers. Sprint encourages the Commission to move forward to implement

these proposed changes.

Finally, in paragraph 19 the Commission seeks comment on a proposed

revision to Section 61.45(b)(2) which would incorporate the provisions of Section

61.44 (d) into Section 61.45. While requesting comment on the prospective

change, the Commission also asks whether the proposed language is necessary at

all, considering that Section 61.44 (d), in its current state, is applicable only to

IXCs subject to price caps. Thus, the Commission asks if, to the extent Section

61.45(b)(2) is necessary at all, it should be redrafted to make clear that its

provisions are limited to the price cap LECs' calculation of the PCI for the

interexchange basket.

Sprint recommends that Section 61.45(b)(2) be deleted in its entirety for

those price cap LECs which have already implemented intraLATA toll dialing

parity. Currently, the only item left in the interexchange basket is intraLATA

toll. Once the structural and regulatory barriers to intraLATA toll service are

removed, the Commission should allow the market place rather than price cap

regulation to govern the provision of intraLATA toll service. The Commission
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should, therefore, remove the interexchange basket from price cap regulation

once full dialing parity has been implemented.

VIII. Composition of Tariffs

Sprint suggests that in addition to the method of filing tariffs specified in

Section 61.22(c)(2) the Commission consider an alternative method of filing

whereby the Carrier files on diskette (or CD-ROM) only those tariff pages

which are being revised under the transmittal. This method could apply for all

tariff transmittals filed during the month except for the last tariff transmittal of

the month. For the last tariff transmittal of the month, the Carrier would file a

complete set of all tariffs revised during the month. This method would meet the

Commission's requirements of having complete updated copies of the Carrier's

tariffs on file at the Commission. This method would also alleviate any

administrative storage shortages that could arise with having carriers submit

complete copies of diskettes or CD -ROMs with each transmittal. At a

minimum, Sprint believes the Commission should be flexible in granting

waivers of the requirements of Section 61.22(c)(2).

IX. Contract Tariffs

In Part 61.22(e), the Commission is proposing to require a filing method

for contract tariffs that is similar to that currently used by AT&T. Sprint, among

other, files its contracts consecutively as options within a single tariff, Sprint

Tariff F.CC No. 12. This tariff, which currently has approximately 2700
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options, contains a set of terms and conditions which apply to all contracts.

Sprint is unaware of any complaint concerning its tariff structure, which it has

been using since 1995, or any customer confusion. Thus, Sprint urges the

Commission to allow carriers to continue to use their existing formats for

contract tariffs.

x. Suggested Changes to Part 61

Finally, the Commission requests comment on Appendix A to the NPRM,

which contains suggested modifications to Part 61, in its entirety. Attached

hereto, as Attachment A, which is an outline of the changes to Part 61 Biennial

Regulatory Review NPRM rules in Appendix A. Sprint believes these changes

are necessary to cause the Part 61 rules to reflect accurately the manner in which

price cap and tariff filings are made today. In some instances, as noted in the

attachment, Sprint has found errors in the Commission's recitation of certain

price cap formulas; in other situations, changes are required in order to conform

the rules to actual filing practices. Sprint urges the Commission to examine

carefully Attachment A and adopt the changes set forth therein.

Attachment B contains more detail that completely overhauls Section

61.45 to fully codify PCI calculations with and without targeting. It is Sprint's

belief that, even with the proposed changes to Appendix A, discussed above, the

issue of targeting is still not dealt with sufficiently in the rules or in Attachment

A. In Sprint's opinion, the language delineated in Attachment B captures in
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greater detail, the methodology mandated by the Commission for use in

targeting rate reductions resulting from the application of the annual

productivity factor to the elimination of the non-facility residual interconnection

charge. The Commission should, therefore, incorporate the language contained

in Attachment B into the final Part 61 modifications.

XI. CONCLUSION

Sprint is encouraged by the direction taken in the Commission's biennial

review and the concomitant proposals for change that have resulted. Sprint

believes the changes proposed in the NPRM, with the modifications noted

herein, should be adopted forthwith.

Respectfully submitted,

SPRI~O~TION

By~. ~'/>r
Jay C. Keithley
1850 M Street N.W., 11th Floor
Washington, DC 20036-5807
(202) 857-1030

Sandra K. Williams
P. O. Box 11315
Kansas City, MO 64112
(913) 624-1200

Its Attorneys

October 16, 1998
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Attachment A
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Changes to Part 61 Biennial Regulatory Review NPRM Rules in Appendix A

Item 38. As written, in § 61.45(b)(1) the definition of R is incorrect when it tries to add
the appropriate PICC quantity.

Revise as follows:

R =an amount calculated by multiplying base period quantities for each rate element in
the basket by the price for that rate element at the time the PCI was updated to PClt-1 ,

summing the results including the portion of the EUCL and Pice revenues
associated with the basket and adding the products of base period quantities for each
PICC established in Section 69.153 of this Chapter and the portion of that PICC that is
associated with the basket.

Item 38. As written, in § 61.45(b)(1) the "w" formula is incorrect by including the
calculation for imputed revenues for the interexchange basket.

Revise as follows:

W = R (accoss rate in effect at the time the PCI was updated to PCIt4 , multiplied by
base period demand) + ~, all divided by R.

Item 38. As written, in § 61.45(b)(2) the rule language after the first sentence is left
over from AT&T price regulation. It should be deleted with only the first sentence
remaining.

Revise as follows:

(2) The "w(GDP-PI - X)" component of the PCI formula specified in paragraph
(b)(1) of this section shall be employed only in the adjustment made in connection with
the annual price cap filing. In calculating the '''oil'' variable in the formula detailed in
paragraph (b)(1) of this section, the access costs that must be subtracted from the "R"
variable shall be apportioned among the baskets specified in Sections 61.42(d)(2), (3),
(4), and (6) as follows:

(i) The net change in total non traffic sensitive access costs for all capped
services (in all baskets), calculated at base period demand, shall be allocated
among the baskets in proportion to each basket's share of total base period non
traffic sensitive minutes of access (both originating and terminating);

(ii) The net change in total traffic sensitive access costs for all capped
services (in all baskets), calculated at base period demand, shall be allocated
among the baskets in proportion to each basket's share of total base period
traffic sensitive minutes of access;
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(iii) Changes in special access costs, calculated at base period demand,
shall be assigned directly to the trunking basket specified in Section 61.42(d)(3).

Item 38. As written, in § 61.45(b)(4), the PCI formula leaves out the adjustment for the
imputation of access charges (~Y).

Revise as follows:

Adjustments to local exchange carrier PCls for the interexchange basket designated in
Section 61.42(d)(4) shall be made pursuant to the following formula set forth in
paragraphs (b)(1) and (2) of this Seotion. Notwithstanding that formula, the value of X
for this basket shall be 3.0 percent:

PCIt =PClt-1 [1 + w(GOP-PI - X) + ~VIR + ~ZJR]

where

GOP-PI = the percentage change in the GOP-PI between the quarter ending six
months prior to the effective date of the new annual tariff and the corresponding
quarter of the previous year,

X = productivity factor of 3%,

~V = (new access rate - access rate at the time the PCI was updated to PClt-1) X

(base period demand),

~z =the dollar effect of current regulatory changes when compared to the
regulations in effect at the time the PCI was updated to PClt-1, measured at base
period level of operations,

R =base period quantities for each rate element "i", multiplied by the price for
each rate element "i" at the time the PCI was updated to PClt-h

w = R - (access rate in effect at the time the PCI was updated to PCIt-1 x base
period demand) + ~Z, all divided by R,

PCIt =the new PCI value, and

PCIt-1 = the immediately preceding PCI value.

Item 40. As written, in § 61.45(c)(1) the definition of R is incorrect when it tries to add
the appropriate PICC quantity.
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Revise as follows:

R =an amount calculated by multiplying base period quantities for each rate element in
the basket by the price for that rate element at the time the PCI was updated to PClt-1,

summing the results including the portion of the EUCL and PICC revenues
associated with the basket and adding the products of base period quantities for each
PICC established in Section 69.153 of this Chapter and the portion of that PICC that is
associated with the common line basket,

Item 41. As written, § 61.45(c)(2) should be revised to clarify that g will equal 0 in non­
annual tariff filings or there will be rate impacts in the CAP-1 calculations.

Revise as follows:

(c)(2) The "w[(GOP-PI - X - (g/2))/(1 + (g/2))]" component of the PCI formula contained
in paragraph (c)(1) of this section shall be employed only in the adjustment made in
connection with the annual price cap filing. In non-annual price cap filings, g will be
equal to O.

Item 45. § 61.45(i)(1) should state explicitly that reductions to the PCI associated with
"w", "GOP-PI" and "X" will not be applied to the common line and traffic sensitive
baskets in the annual filing to the extent that the price cap LEC is recovering residual
interconnection charge revenues through per-minute rates. In addition, the rule as
currently written does not allow the recovery of exogenous costs in the calculations.

Revise the rule as follows:

(i)(1) Notwithstanding the provisions of paragraphs (b) and (c) of this section,
and subject to the limitations of paragraph U) of this section, price cap local exchange
carriers that are recovering interconnection charge revenues through per-minute rates
pursuant to § 69.124 or § 69.155 of this chapter shall target, to the extent necessary to
eliminate the recovery of any residual interconnection charge revenues through per­
minute rates, any PCI reductions associated with the baskets designated in §

61.42(d)(1) and (2) that result from the application of the formulas in § 61.45(b)(1) and
(c)(1) but excluding from the calculations the ~Z1R component of the PCI for the
basket designated in § 61.42(d)(3), with no adjustment being made to the PCls for
the baskets designated in § 61.42(d)(1) and (2) as a result of the application of the
formulas in § 61.45(b)(1) and (c)(1) but excluding from the calculations the ~Z1R

component. These reductions are to be made after the adjustment is made to the
PCI for the basket designated in § 61.42(d)(3) resulting from the application of
those formulas. Any PCI changes associated with the baskets designated in §

61.42(d)(1) and (2) shall include the ~Z1R component but exclude the "w", "GOP­
PI", and "X" components to the extent that they have been targeted to the basket
designated in § 61.42(d)(3).
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Item 45. § 61.45(i)(2) should state explicitly that reductions to the PCI associated with
"w", "GOP-PI" and "X" will not be applied to the marketing basket in the annual filing to
the extent that the price cap LEC is recovering residual interconnection charge
revenues through per-minute rates.

Revise as follows:

(i)(2) Notwithstanding the provisions of paragraph (b) of this section, and subject
to the limitations of paragraph U) of this section, price cap local exchange carriers that
are recovering interconnection charge revenues through per-minute rates pursuant to §

69.155 of this chapter shall target, to the extent necessary to eliminate the recovery of
any residual interconnection charge revenues through per-minute rates, any PCI
reductions associated with the basket designated in § 61.42(d)(6) that result from the
application of the formula in § 61.45(b) but excluding from the calculations the ~Z1R

component, with no adjustment being made to the PCls for the basket designated
in § 61.42(d)(6). This adjustment, including any adjustment due to the .6.Z1R
component, will be made after any adjustment made pursuant to paragraph (i)(1)
of this section.

Item 45. § 61.45(i)(4) should be clarified to reflect a ratio of the sum of the dollar
effects of the PCI reductions (excluding reductions due to exogenous adjustments) that
would have applied to the common line, traffic-sensitive, and marketing expense
baskets to the revenues applicable to the trunking basket. NOT correcting this error
could incorrectly force the trunking basket PCI to zero in the next annual filing.

Revise as follows:

(4) Effective January 1, 1998, the reduction in the PCI for the trunking basket
designated in Section 61.42(d)(3) that results from paragraphs (i)(1) and (i)(2) of this
section shall be determined by multiplying the PCI for the trunking basket by one minus
the ratio of the sum of the dollar effects of the PCI reductions otherwise applicable to
the common line, traffic-sensitive, and marketing expense baskets, to the revenues
applicable to dollar effect of the PCI reduction for the trunking basket.

Item 46. § 61.45U)(2) should be revised to reflect the tU. component of the formulas,
including the marketing basket. The rule should clarify that all such exogenous
adjustments should be reflected in the PCls and S81s as they would be if there were no
targeting.

Revise as follows:

(2) exclude the amount of any exogenous adjustments in the ti.Z component of
the formulas permitted or required for the common line, aM traffic sensitive, and
marketing baskets, defined in Sections 61.42(d)(1), aM (d)(2), and (d)(6), from the
retargeting adjustment to the PCI for the trunking basket defined in Section 61.42(d)(3).
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Any such exogenous adjustments shall be reflected in the PCls and SBls in the
same manner as they would have been reflected if there were no targeting.

Item 49. § § 61.47(i)(2)(i), (ii) and (iii) should be revised to add SSI formulas for annual
access tariff filings. Currently, only SSI formulas for non-annual access tariff filings are
displayed. In addition, all references in the current SSI formulas to exogenous cost
"reductions" should be changed to exogenous cost "adjustments" since exogenous
adjustments can be either positive or negative.

Revise as follows:

61 .47 (i)(2) Any exogenous cost change that is untargeted within the meaning of
Section 61.45(d)(4) of this Chapter shall be reflected in other service band indices for
service categories in the traffic sensitive and trunking baskets as follows:

(i) For annual access tariff filings:

(A) For annual access tariff filings, the following formula will be
used to calculate the upper pricing limit for the Local Switching,
Database, Information, and Billing Name and Address service
categories in the Traffic Sensitive Basket, and for the Voice Grade,
AudioNideo, total High Capacity, Wideband, Tandem-Switched
Transport, Interconnection, and Signalling for Tandem Switching
service categories in the Trunking basket. The upper pricing band
for these service categories shall limit the annual SBI upward pricing
flexibility to the percents defined in (e), above.

RS'-'l-l
T+--*Ub-'kt

S
t PCI, 1m R B_,k~-l

B(, =--* SBlt-1*(l+u -Ier 1+--'---------L
pa~ R~/

where:

SBlul =
SBlult-l=
tPClt =

PClt-1
SBlt-1
ul%

T

the new SBI upper limit
the immediately preceding SBI upper limit
the targeting-PCI for the basket, as defined in paragraph
61.45(m) of this chapter

= the immediately preceding PCI for the basket
= the immediately preceding SBI for the service category
= the upper limit percentage for a given service category,

subservice category, or density zone
= the sum of the exogenous charges targeted to the specific

service category, subservice category, or density zone
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RBsktt-1=the R-value for the basket, calculated as base period
quantities for each rate element "i", multiplied by the price
for each rate element "i" at the time the PCI was updated to
PClt-1

RSVCt-1 = the R-value for the service category, calculated as base period
quantities for each rate element "i", multiplied by the price
for each rate element "i" at the time the PCI was updated to
PClt-1

USSkt = the untargeted exogenous adjustment associated with the
basket.

(B) For annual access tariff filings, the following formula will be
used to calculate the upper pricing limit for 800 Database Vertical
Services subservice in the Traffic Sensitive basket, the DS1 and DS3
subservices in the Trunking basket, and the density pricing zones for
voice grade services and tandem-switched transport permitted by
Sections 61.47(h)(1 )(iii) and (iv). The upper pricing band for these
subservice categories shall limit the annual SBI upward pricing
flexibility to the percents defined in (e), above.

[

T RShSnl.l",u RShS"CI.I* 1+ ' hlkl + USvc

t PCI , * *(1 Im)* 1 -'--_R_B,_'kll_.I R_s_vCl_.I_---L
SBI", =-- SBlr-I +11 -;c +-

PCl r- 1 R ShSvCl·1

J

where:

RSbSvct-1= the R-value for the subservice category, calculated as base
period quantities for each rate element "i", mUltiplied by the
price for each rate element "i" at the time the PCI was
updated to PClt-1

Usvc = the untargeted exogenous adjustment associated with the
service category of which the subservice or density zone is
a part

(C) For annual access tariff filings, the following formula will be
used to calculate the upper pricing limit for DS1 and DS3 Density
Zones in the Trunking basket. The upper pricing band for these
density zones shall limit the annual SBI upward pricing flexibility to
the percents defined in (e), above.

T R DZ,_I *U R DZ,_I *U R DZ,_I *U+ bsk, +-- Svc + ShSvc

tPCI, * *(1 In!) * 1 R hsk',_1 R SVCt_1 R SbSvC,_1SRI "t = SRI H + II -/0 +--'--------------------'-
PCl t - 1 R DZ'_I

where:
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= the R value for the Density Zone, calculated as base period
quantities for each rate element "i", multiplied by the price
for each rate element "i" at the time the PCI was updated to
PClt-1

= the untargeted exogenous adjustment associated with the
subservice category of which the density zone is a part

(i) For non-annual access tariff filings:

(unchanged except for section numbers)

(2)(i) * * * Change section number to 61.47(i)(2)(ii)(A)

Ubskt = the untargeted exogenous cost adjustment reduction to be associated
with the basket.

(2)(ii) * * * Change section number to 61.47(i)(2)(ii)(B)

U svc = the untargeted exogenous cost adjustment reduction to be associated
with the service category.

(2)(iii) * * * Change section number to 61.47(i)(2)(ii)(C)

Usubsvc = the untargeted exogenous cost adjustment reduction to be associated
with the service subcategory.

In addition, a new Section 61.45(m) should be added detailing a "targeting PCI", as
referenced in Section 61.47(i)(2)(i)(A). The new Section 61.45(m) should read as
follows:

61.45(m) For annual access tariff filings only, a second form of PCI, to be
called a "targeting PCI", will be developed. This targeting PCI will be used as the
means of developing upper limits for service bands, subservice bands, and/or
density zones. The targeting PCI (tPCl t) is calculated as a PCI without exogenous
changes, using the following formula:

(i) Until targeting to the TIC (as described in xx.xx) is completed, the
formula for this calculation will be:

(

(InitialTargetedReduction - ActualTargetedReduction) I
tPC! t = pC! t-I * 1+----------------- I

Rt-I )

where:

tPCl t = the new targeting PCI for the basket, as defined above,
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PClt-1 = the immediately preceding PCI value,
Initial Targeted Reduction = the total possible dollar value of the (GOP-PI
- X) reductions,
Actual Targeted Reduction =the actual dollar value of the (GOP-PI - X)
reductions that will be targeted to the TIC (as defined in paragraph
XX.XX).

Item 55. Delete the new Section 61.49 (I) requirement to indicate the transmittal
number above the bottom margin of each page of cost support material. This new
requirement is burdensome and difficult to administer. If a standard is required, the
Transmittal Number should be placed in the upper left hand corner of each page, to be
consistent with the TRP.

Revise as follows:

(I) Above the bottom margin of each page of cost support material submitted pursuant
to this section, the carrier shall indicate the transmittal number under which that page
was submitted.

Item 65. § 61.58(a)(2)(i) should be revised to clarify that Section 204(a)(3) is the
streamlined tariff provisions of the Communications Act.

Revise as follows:

(i) Local exchange carriers may file tariffs pursuant to the streamlined tariff
provisions of Section 204(a)(3) of the Communications Act .....

Item 68. § 61.58(c) should be revised to make clear that the notice requirements
contained in these rules apply to price cap LECs not choosing to file tariffs pursuant to
the streamlined tariff provisions of Section 204(a)(3) of the Communications Act.

Revise as follows:

(c) Carriers subject to price cap regulation not choosing to file tariffs
pursuant to the streamlined tariff provisions of Section 204(a)(3) of the
Communications Act. This paragraph applies only to carriers subject to price cap
regulation which choose not to file tariffs pursuant to the provisions of Section
204(a)(3) of the Communications Act. Such carriers must file tariffs according to the
following notice periods.

Item 75. In describing the renumbering revision, Section 61.58(e)(3) should be
redesignated as Section 61.58(e)(4).
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§ 61.45 Adjustments to the PCI for local exchange carriers.

(a) Local exchange carriers subject to price cap regulation shall file adjustments to the PCI for each
basket as part of the annual price cap tariff filing, and shall maintain updated PCls to reflect the effect of mid­
year exogenous cost changes.

(b) Adjustments to local exchange carrier PCls for the baskets designated in § 61.42(d) 8H3). ('r). (,$+;

and t61 shall be made pursuant to the formula!:! set forth below. i 11 ~ 61. 11Ih). and a'; further explained in H 61.4 1
h4;-t~r,+t8H*i-f;l+7

I II Ntltwith';landill~ the \:t1uo:' l1f X defined in .~ 61.'11(11), the X value applicable to the bilskeb
;pt'c'ified in ~ 61.-r'id) (~L (~l. llnd (hi ,Inll be hY;:.

t2-l-F0f-Ifte-Bi+'J<-e+~rk'",il'~1···ifJ-}-f}+*t·4t+*-tlk'-vitlH~·f4~X-t*}f-a+1*)Ca1-~:lit+HtH"',,!e-'t.'ill't'i~r~sHhi&·t·t0

price t'ap re~lfla!ioll. 'hall be 1J)!}.

+-:~!:\-\-'i!:fb.ti:tHtit~-!:h&-VrtlHt"-f}f-X·flt'rj.Ht'tJ·i+r--+·{}h4+~·b},!:lte-.yi:lllle--ot--X···app+iE£tbJ.e.·tf+tht"-ha~k~t

~'-tf'ied ill ~ 6~&}t-.)+4tttl:1-~·n-'.,f..;

(c) The PCI calculations included in this section are applicable for annual tariff filings when the local
exchange carrier no longer has residual interconnection charge revenue. If the local exchange carrier has residual
interconnection charge revenue remaining at an annual filing, provisions of 61.45(i) and 61.45(j) will determine
the appropriate PCl calculations.

(I) ,<;;Hhitt{·lf'·p£tfd!:-+ttph~·+t'H·~httttt·tt'hJfthi~·"'t't'liHn,·aAdjustmentsto local exchange carrier PCls
for the Common Line basket designated in § 61.42(d)( 1) shall be made pursuant to the following
formula~:

(i) For carriers imposing a carrier common line charge, the PCI would be calculated as:

PClt = PClt.] [I +w[(GDP-Pl - X - (gl2»/(l + (gl2))] + i1Z/R]

where the terms in the equation are described in section (c)(6) below.

C; DP PI the perCeTlltl~e c'!l:1l1(!t) in lhe CiDP PI oet"vet'n the quaFler ending ~;ix months prior to the
el'fc>t'li'n~ dale 01 the neV, tUmUlt! uri 1"1 ilnd the corre~,pondin;; qUdFler of the previow;
~

g-=-- ····_··+he-Fi:tt-itl-+,f·,Htj.nHte"-·t~+he···t"t"r···i:tt't'~s····lj.ne-tH.tfj.Hg-lht'-h£t'i~···pt:'fi.)(h--h'-Hti+}utes-··f}f·tt'"ie-··r)t:'r

att~~H~j.t~~~'rMt..,.fnt~k'fiB4-m+At!:S·h

the dollar dleEt (11' current rc,!ulawry chtH1Je:; when t'ol11pared to the regulation:, in effect

A¥-=---·----+lte-'>tftflttlitt-iBH-Bf-\~·itt,t'~+iff~~f£l!:e-at-!:J:letime the .p.Q·Wtt:; upd:!!ed to PUr!
" "hao,e period demand). ilCIW;', all ac'Ce~:, rate elements

R-=-·-··~~i="='Ht-\t+tt!:htftt+ti~~!+H:-e£tt'h-+ittt"-detHefH'·J.':,·ffi{tJ.lip~ied·Bj41)t:'·PfK~-ft'>f-e*'h'fittt"-etemefl:t

'j" at tht' time the PCI y, a; updated to pe[t;'
It R = ~\/. all divided by R



Attachment B
Page 2 of 10

§ 61.45 Adjustments to the PCI for local exchange carriers.

C~ii) The formula set forth in paragraph (c)(I)ill of this section shall be used by a local
exchange carrier subject to price cap regulation only if that carrier is imposing a carrier common
line charge pursuant to § 69.154 of this chapter. Otherwise, adjustments to local exchange carrier
PCls for the common line basket designated in § 61.42(d)(1) shall be made pursuant to the
formula: "t't---k~i-tl--+M~B+"'-itfu:l-pdm?r:tph'; (i} and (iJ of (hi ~;ection. and as further
;:C"cphtiHet.+-ttt-+-{)-l-44-tt:" ,--+ fl-c+~--\.:---dn4-+-~ l}ct~lf--tne.fHl'po..,es-nt-tht"i-pitf¥drh,Hftt.l-He1-wi+I-lc'iti.tHdj.ng

t-ht'--Yitl-He-ol~-X--~ftHt'B---tn-----*----6-1---,-+l+h+;--the-----X-Vitlue-apt}l-ivtffite-lH·--t-lte--wsket--Sflet'-ifitfJitt--*

61I'(J)/ I) _.hull be (,.5';

PC/, = PClr_d ]-i-w[(GDP-PI - XI + .JZIR/

where the terms in the equation are described in section (c)(6) below.

(2) Adjustments to local exchange carrier PCIs for the traffic sensitive basket designated 10 §
61.42(d)(2) shall be made as follows:

(i) For all filings. adjustments to the LEC traffic sensitive PCI shall be made pursuant to the
following formula:

PCI! = PC/r.tf]-t-w[rGDP-PI - XI + LJZIR/

where the terms in the equation are described in section (c)(6) below.

Cii) For annual filings only. a second form of PCI, to be called a "targeting PCI", will be
developed. This targeting PCI will be used as the means of developing upper limits for service
bands, subservice band, and/or density zones. The targeting-PCI (tPCla is calculated as a PCI
without exogenous changes. using one of the following formulas:

CA) Until targeting to the TIC is completed. the formula for this calculation will be:

(

(lnifialTargefedReducfion - ACfualTargetedReduction) I
fPCI t = PC/t-l * I +--------------------- I

Rt-l )

where the terms in the equation are described in section (c)(6) below.

(8) Once targeting to the TIC is completed. the formula for the targeting will be:

fPC]1 = PC/r-l *(1 +(gdppi -- x))

where the terms in the equation are described in section (c)(6) below.

(3) Adjustments to local exchange carrier pels for the Trunking basket designated in § 61.42(d)(3)
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§ 61.45 Adjustments to the PCI for local exchange carriers.

shall be made as follows:

(i) For all fil ings, adjustments to the LEC trunking PCI shall be made pursuant to the
following formula:

PCI! = PC/r.i/l+w[(GDP-PI- XI + IlZ/Rl

where the terms in the equation are described in section (c)(6) below.

(ii) For annual filings only, a second form of PCI, to be called a "targeting PCl", will be
developed. This targeting PCI will be used as the means of developing upper limits for service
bands, subservice band, and/or density zones. The targeting-PCI (tPCI!) is calculated as a PCI
without exogenous changes. using one of the following formulas:

(A) Until targeting to the TIC is completed, the formula for this calculation will be:

tPCl
t
=PCl

t
-

1
*(1 + (lnitialTargetedReduction - ActuaITargetedReductiOn)]

Rt-l

where the terms in the equation are described in section (c)(6) below.

(B) Once targeting to the TIC is completed, the formula for the targeting PCI will be:

tPC/r = PC//.j *(/ +(gdppi - x))

where the terms in the equation are described in section (c)(6) below.

(4) Adjustments to local exchange carrier PCls for the interexchange basket designated 111 §
61.42(d)( 4) shall be made pursuant to the following formula:

where the terms in the equation are described in section (c)(6) below.

(5) Adjustments to local exchange carrier PCls for the marketing basket designated in § 61.42(d)(6)
shall be made pursuant to the following formula:

Pc/! = PClr.dl +w[(GDP-PJ - XI + IlZ/Rl

where the terms in the equation are described in section (c)(6) below.
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§ 61.45 Adjustments to the PCI for local exchange carriers.

(6) PCI term definitions: PCI formulas in sections (c)( 1) through (c)(5). above, contain some or all of
the following components, which are defined here.

gdppi = For annual filings only, the percentage change in the GDP-PI between the quarter ending
six months prior to the effective date of the new annual tariff and the corresponding
quarter of the previous year. For all other filings. the value is zero.

x = For annual filings only, productivity factor of 6.570 (for the common line, traffic
sensitive, trunking:, and marketing baskets) or 3.0% (for the interexchange basket).
For all other filings, the value is zero.

C1
='

For annual filings only, the ratio of minutes of use per access line during the base period,
to minutes of use per access line during the previous base period, all minus I. For all
other filings, the value is zero.

t!J.Z = the dollar effect of current regulatory changes when compared to the regulations in effect
at the time the PCI was updated to PCI,.!, measured at base period level of operations.

t!J.Y = (new access rate - access rate at the time the PCI was updated to PCI,.,) x (base period
demand), summed for all access rate elements

R = base period quantities for each rate element "I", multiplied by the price for each rate
element "I" at the time the PCI was updated to PCI'.I>

w = R + t!J.Z, all divided by R (used for the common line, traffic sensitive, trunking, and
marketing baskets)

Wi, = R - (access rate in effect at the time the PCI was updated to PCt, x base period demand)
+ t!J.Z. all divided bv R,

PC I! = the new PCI value, and

PCI,., the immediately preceding PCI value.

tPCI, = the new targeting-PCI for the basket, as defined above

Initial Targeted Reduction =the total possible dollar value of the (gdppi - x) reductions

Actual Targeted Reduction =the actual dollar value of the (gdppi - x) reductions that will be targeted
to the TIC (as defined in paragraph 61.46( i) of this chapter)
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§ 61.45 Adjustments to the PCI for local exchange carriers.

(d) The exogenous cost changes represented by the term "!'J.Z" in the formula detailed in paragraphs (b)
and (c) of this section shall be limited to those cost changes that the Commission shall permit or require by rule,
rule waiver, or declaratory ruling.

(I) Subject to further order of the Commission, those exogenous changes shall include cost changes
caused by:

(i) the completion of the amortization of depreciation reserve deficiencies;

(ii) such changes in the Uniform System of Accounts, including changes in the Uniform
System of Accounts requirements made pursuant to § 32.16 of this chapter, as the Commission
shall permit or require be treated as exogenous by rule, rule waiver, or declaratory ruling>

(iii) changes in the Separations Manual;

(iv) changes to the level of obligation associated with the b-fHtg-TeffH-SUt3ttortFttnd-i±nd-the
Tran"itil)flitl SlIpp"rt IH+tt+-Universal Service Fund obligation described in ~ 69.(1) Part 54;

(v) reallocation of investment from regulated to nonregulated activities pursuant to § 64.901;

(vi) such tax law changes and other extraordinary cost changes as the Commission shall
permit or require be treated as exogenous by rule, rule waiver, or declaratory ruling.

(vii) retargeting the pcr to the level specified by the Commission for carriers whose base year
earnings are below the level of the lower adjustment mark.

(viii) inside wire amortizations.

(ix) Hhe completion of amortization of equal access expenses.

(2) [Re rnaved and reserved .J t~++.:;f""it1--t:>c>tt:·ha~-e-taff-ieI'S---spt\t'tfi-ed-tH*{tl-4J.(a-)f2J+Hcta*~t-;.;tral+

al~Hftit~Ht:'!+-teIHI*>rafy--e-:\·H~lttHl"'··· c+l"ot-ctrange s- -as--fHitY-+)i:'-neee-s-saFY-~H--ft:Xltt€e-PGt;';-·~-f~-·gwe
full en~ct w any :;!l;lfiIl;! uf Aa:,e pelwd edrning" required by the :;harill,,! mec!l:mi.'d'fl :,d fOf1h in
lhe COIHFlli",ion', Second Repurt and ()rder in ComlHon Carrier Docket No. 87 J 1:3. lice 90
,=t-l-+.-adtl fl tL'll S to' pIeItthef--l-9,-t-~-SHt:'fH:~-"d:tg-efttlH·S--Cthf-(4tan~'i--s-halI-tth.'I*Ie-tnl~1~;-t;'-OH1fH+ted

rtl-+~t"""'·p·I'e·';t·fihed·-fiHe····*\-r-fel+lfll;······ffHH+-[he--thtY--i.tHef·-+he---enf1--{l.f--the-pefiod--··giY~n-4~-fise·~+-the

mJjtt4Hlt'-HI:h-Hhe-ffiitlpt:lirtt+)f'+he--refH*}-wJ.tty.H+H::'i+l~lent i~; ill effee t .

{~i·j-·_·L(){,·dt·~",,4tiHl~e-+dfFief'" ·· ...Ik't.-'.tj:ied-iH-+614Ha-l,c::!+-flf-·Ht}f~}-,JntH--nf.t···he--SHhiet:·t-to-·t-he

4Uf+ttg-Hlft4taH+:'-+H-.;.e-t-ft+t+lt-itt-+fte-CBtHHtPr~ttm~~-~HHd-~fl-atlJ-.G.R..i.ef-·-tft-{~HHH-Htm-(.-::rtfftef

Dodd:'l '\t1 . ~': 31 ~i. FCC 'YO -' I L ildoplell September J 9, 1<,1')0, with re.,pec! to earning:; accruing
011 or after .Iuly l.--J--!.fl)'. Thi, flilFac'-nJl'h in; no effect on any ·,harin;; obligalicn of an) local

e->tt:'lhtllgt' citfftef--re-htting-tt;-eaffitn~d€t-Rted-·ltt'-fBf-e--.h:tly--l-c-l99-1:

(3) Local exchange carriers specified in § 61.41(a)(2) or (a)(3) shall, in their annual access tariff
filing, recognize all exogenous cost changes attributable to modifications during the coming tariff year in
the obligations specified in § 61.45(d)(\ )(iv) as well as those changes attributable to alterations in their
Subscriber Plant Factor and the Dial Equipment Minutes factor, and completions of inside wire
amortizations and reserve deficiency amortizations.
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§ 61.45 Adjustments to the PCI for local exchange carriers.

(4) Exogenous cost changes shall be apportioned on a cost-causative basis between price cap services
as a group, and excluded services as a group. Exogenous cost changes thus attributed to price cap
services shall be further apportioned on a cost-causative basis among the price cap baskets. For purposes
of this Chapter. exogenous cost changes that are not targeted to a specific price cap service category or
subcategory pursuant to Commission Rule or Order shall be referred to as "untargeted exogenous cost
changes.

(e) [Removed and reserved .] lttt"'>,'rj \(tDV-'"'t··-X·-f-gt'~+lIH-·++gl2-t-H.."·i2fHHfH:'.H:.'IHof-lhe·P(:tft)nnUtH
{O-onlulneU IH-~tf~f~H{+·ttf·+Rt...-~t"'B-...,.ltdj.j.t1t:'- ..e+Hf*~+-Bllly in lhe ddjlhlmellt made in-t'-HltHeclioll with the
d-fHtttttf--pri,'c' cap+~

(f) The exogenous costs caused by new services subject to price cap regulation must be included in the
appropriate PCI calculations under paragraph (c) of this section beginning at the first annual price cap tariff filing
following completion of the base period in which they are introduced.

(g) In the event that a price cap tariff becomes effective, which tariff results in an API value (calculated
pursuant to § 61.46) that exceeds the currently applicable PCI value, the PCI value shall be adjusted upward to
equal the API value.

(h) [Removed and reserved.]

(i) (I l Notwithstanding the provisions of paragraphs (bl and (cl of this section, and subject to the
limitations of paragraph (j) of this section, price cap local exchange carriers that are recovering residual
interconnection charge revenue through per-minute rates pursuant to 69.124, 69.153(a) or 69.155 of this
chapter shall, during the annual access filing, transfer or "target" to the tmnking basket (and the
Interconnection Charge service category in particular) the dollar impact of the common line and traffic
sensitive baskets' gdppi, productivity factor, and growth in common line minutes of use per line (g
factor), as those items are described in paragraph (c)( 6) of this section. In order to calculate the actual
dollars to transfer to the tmnking basket, carriers will first determine an "Initial Targeted Revenue
Differential" by basket, and then determine the "Actual Targeted Revenue Differential" that will be
transferred to the tmnking basket to eliminate the recovery of non-facility residual interconnection
charges in that basket. Dollars that are transferred to the tmnking basket from the common line and
traffic sensitive baskets shall not be used to reduce the PCls in the those baskets.

(i) To determine the portion of Initial Targeted Revenue Differential that will be targeted to
the elimination of the residual interconnection charge from other price cap baskets, price cap
local exchange carriers shall first calculate the Initial Targeted Revenue Differential associated
with the common line, traffic sensitive, and tmnking baskets.
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§ 61.45 Adjustments to the PCI for local exchange carriers.

(A) The application of one of the following formulas shall be employed in determining
the Initial Targeted Revenue Differential associated with the gdppi, X, and g components of
the PCI for the common line basket (as designated in 61.42(d)(l ».

«I» If the local exchange carrier is imposing a carrier common line charge pursuant
to 69.154 of this chapter. the formula below should be used.

Initial Targeted Revenue Differential = « R - CCL R) + (CCL RiC 1+( g/2)))*C I + gdppi ­
X) - R

where CCL R = base period quantities for each minute of use rate element Hi", multiplied
bv the price for each rate element Hi" at the time the PCI was updated to PCl(t-l).

((2)) Otherwise, the price cap local exchange carrier shall use the following formula:

Initial Targeted Revenue Differential = R * (gdppi - X)

(B) The application of the following formula shall be employed in determining the Initial
Targeted Revenue Differential associated with the gdppi and X components of the PCls for
the traffic sensitive and tmnking baskets (as designated in 61.42(d)(2) and (3».

Initial Targeted Revenue Differential = R * (gdppi - X)

Cii) Actual Targeted Revenue Differentials shall be calculated by basket, based on the non­
facility residual interconnection charge dollars and the Initial Targeted Revenue Differential
previously calculated for each basket, as follows.

(A) If the non-facility residual interconnection charge dollars are less than the exogenous
changes targeted to the TIC service category, none of the Initial Targeted Revenue
Differential from any basket will be targeted to the TIC, Actual Targeted Revenue
Differentials for all baskets will be set to zero, and the PCI formulas detailed in 61.45(c)
shall apply.

(B) If the non-facility residual interconnection charge dollars are greater than the
exogenous changes targeted to the TIC but less than the sum of the TIC-targeted exogenous
changes plus the tmnking basket Initial Targeted Revenue Differential, then the residual TIC
will be completely eliminated, and the Actual Targeted Revenue Differential for the tmnking
basket shall equal non-facility residual interconnection charge dollars minus any TIC­
targeted exogenous changes. The difference between Initial Targeted Revenue Differential
and the Actual Targeted Revenue Differential will be included in the calculation of the new
PCI, using the formula in paragraph (i)(4I, below, and shall be applied to all services in the
tmnking basket in accordance with relative R value of each service remaining in the basket.
In addition, Actual Targeted Revenue Differential for the common line and traffic sensitive
baskets will be set to zero, and the PCI formulas detailed in 61.45(c) shall apply for those
baskets.
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(C) If there are non-facility residual interconnection charge dollars remaining after the
targeting of the Trunking dollars (described in (B), preceding), common line and traffic
sensitive basket Initial Targeted Revenue differentials will be calculated and used.

« I») If the combined Initial Targeted Revenue Differential of the common line and
traffic sensitive baskets is greater than the remaining non-facility residual
interconnection charge dollars, carriers will set the Actual Targeted Revenue
Differential amounts for each basket using a proportional relationship of Initial
Targeted Revenue Differential in each basket. The difference between Initial
Targeted Revenue Differential and the Actual Targeted Revenue Differential will be
included in the calculation of the new PCI for those baskets, using the formula in
paragraph (i)(2)(iii), below, and shall be applied to all services in that basket in
accordance with relative R value of each service remaining in the basket.

«2)) If the combined Initial Targeted Revenue Differential of the common line and
traffic sensitive baskets is less than the remaining non-facility interconnection charge
dollars, the Actual Targeted Revenue Differential amounts for the common line and
traffic sensitive baskets shall equal the Initial Targeted Revenue Differential for
those baskets.

(iii) In accordance with the calculations in this section, local exchange carriers shall set the
PCIs for common line and traffic sensitive baskets using the following formula:

PCI I = PCI I _l * (I + ~ZJR + (lnitialTargetedRevenueDifferential ..
ActualTargetedRevenueDifferential) / R)

t-l--t-Nt"lt'''.'irh''Htlrd i 11~' Ih(' p~f~lfh-HfmtHla~fdph~-+-b+-,tfttl-t&t-nof-tfH.s---"i&c'ttOH;·and·-Stthte€f'£f}-the
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interuHlnet'fit1f1 t'lrdrie reH:'nue, thn+ttg·h per minule rate; rur',uant 10 * 69.121 or ~ 69.155 of thi~;

chapter,hJII t:!r,,:el. ttl the eXk'nt IJeCl".',llr.. lo elirninate Ihe rec(lwry of any re:;idual interconnection
L4t~",,"V<"-Itl:J-t'-';-lhHtttghpe+'-tftintth:LHth:''';--ii+tJ···PClfe+lt+ct-H'ttts-tt''i*)€t-aletl-wilh--the--has-krl"i-de-s-ignatedin-*

6·~,~{-d"l++f.-itttd-+Xf.--tthlte--f-e~H~t--··tfnIH-tht"-··app-II{,·dt-tf\tt--of--tht"--fot'HtHht--~n..-+·-(}1-:45{·E-):--aHd"-pHPiuaHt-tH.. -*
(}t.+,,<&~itrf4ntHOtt*~lte-+et+rnt.J..a.-iH-+()'l;44l-w.a.;. further e\plained in ~ 6h44f~, ll), ig). and (11), to

Ih", PCl flJr lh", W4~nlllc'd in .~ 61.1'1id)l'L ',;,jlh no adju:,IJHem being mad", to the PCb for the
btt"J,.~-de-"tgthtte-tl-··tn··*··().~··...:J.2tJ}·l-·I··lafh.lf-l·r···i:.t'<-it te-,,\t·ll--t,f-the-··dPff!·icdliHfr-·of-l-lte-·ffwlttttla-i+t+·61-.44(h}.. and
*-h..j-;..:J."Hc,+.-:nle~+nl*t+fHt"r-·ah.... -t{.he--··+tMtk-··<tftel-··tlte--H.~JtHs-t+He-nt-t"'-HIi:H:!t'-l-O ... +ltt" ...fJ.f~I--tOf--ttJe-ha.;.he1;
de:jgnllk't! in ~ 61. !'1 1 t!lf 3) re;ultll1;2: frum lhe appllcaliun lJf lite formula in * 11l hi. a'; furl-her explained
in ~ 61.1+\t'I, (I'), l~L and (h).

8+-N·Ht..wtt-ft4-d+lt1i~rnJ\ i'oI11ll. of--j:MtitgfitfR-ffl..l-BH1ti:; :;cetion, itBt:httl7iect to the lirnitatiotts-Bf
parac!raph U I uf thi:. ';cetiun. price--t'itjHt'<:'<H-"',\clwnge carrier;. [rut are recuv",ring inkrconnection charge
ft"\eeHtft"--fhhHtglt--ref-m+HtHt'--Fa~--pttbHi.tnl:tt+····*,49cl-5~·Hf--tht"i---t-http-tef..·...,h,tll--tafge£~ .. -£o-the···ex.tetH
1h:'t:'t''''';'dfy-h+·e4Httthtlt.:L..thte'-·~i''V<''-I'Y--l:'f-·a+tY····fte'.;.ttJu·at·tnH:'-fi::'ttHnt:'t'liHH····t:'!tafgt'-···revt:'Ht.res-l-1H'OUgh'f~f-mtHHte

~illl) PC! redut'tiun it:,' <lci:llt'd .., lih.. -t-l'It:'-l'lH.l,1-<Cf dl~ ;i"':fwted in ~ 61. P(dH6) that re';ult frorn the
applic:lti(\n. pur'lunt to ~ 61.l:'(h) (If thehH'JTlula. J'; further explained in ~ 61 . .f:l.(e), (I), lJ), and (h), to
l-1te---P{.:lft'f'-t+~l-)-i-t'<kf--t-It'--,.,f~Hrrtt'J.-i+t+(H-,+2td}t:~to-\o'rtlft..+H+ttdjtt4mt:'HlhetHg-+nat:le--h}--the-PC:ts--fftF--the­

Bd"iM-f!1O'-.;.iglti-tte-t-J..-tn---t-6·1:..:J.2tdJt6-\--a--;.-a..···f€'''i-H 1l-····(+j~-+ht'--itrpli{'at-fHtl····of-t!)t"-f{+ttHuJ·a····tH-*'-6 ..1-4+tb·}........I:tHs
~liotl-i"'-lf+-hc'-Ht~-a-Httd~1v-it;'1t+NHlC-n+-rttat-!t:'-t}Ut',,*ta++l- Iu pa ragraph..+i+H-)-of...t-ffis- '..ec t ion.
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(2) Notwithstanding the provIsIOns of para£raphs (b) and (c) of this section, and subject to the
limitations of para£raph (j) of this section, price cap local exchange carriers that are recovering residual
interconnection charge revenues through per-minute rates pursuant to 69.124, 69.153(a) or 69.155 of this
chapter shall, during the annual access filing, transfer or "target" to the trunking basket (and the
Interconnection Charge service category in particular) the dollar impact of the marketing basket's GDPPI
and productivity factor. In order to calculate the actual dollars to transfer to the tmnking basket, carriers
will first determine an "Initial Targeted Revenue Differential", and then determine the "Actual Targeted
Revenue Differential" that will be transferred to the trunking basket to eliminate the recovery of non­
facility residual interconnection charges in that basket. Dollars that are transferred to the trunking basket
from the marketing basket shall not be used to reduce the marketing PCI.

(i) The application of the following formula shall be employed in determining the Initial
Targeted Revenue Differential associated with the gdppi and X components of the PCIs for the
marketing basket (as designated in 61.42(d)(6)).

Initial Targeted Revenue Differential = R *(GDP-PI - X)

(ii) If the targeting described in paragraph (i)( I) of this section has completely eliminated the
non-facility residual interconnection charges, then the Actual Targeted Revenue Differential for
the marketing basket shall be equal to zero, and the PCI formula detailed in 61.45(c) shall apply.
Otherwise, the Actual Targeted Revenue Differential amount associated with the marketing

basket PCI reduction is limited to greater of the Initial Targeted Revenue Differential or the
remaining non-facility residual interconnection charge revenue after the Actual Targeted
Revenue Differential reductions described in 61.450)( I) are taken. The difference between
Initial Targeted Revenue Differential and the Actual Targeted Revenue Differential will be
included in the calculation of the new PCI. using the formula in paragraph (iii), below.

(iii) In accordance with the targeting calculations in this section, local exchange carriers shall
set the PCIs for marketing expense basket using the following formula:

PCIt = PCIt_! * (I + ~ZJR + OnitialTargetedRevenueDifferential ­
ActualTargetedRevenueDifferential) / R)

(3) [Removed and reserved .1-TRt'm~·h--t~mlC\t:'+-~L--J-99-'7-,llie-f*?iltl€ff(Jtl-tfr+lte-PC-I-.f(Jt'-the-bas-~
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fe'.tt4s--tft.Ht-t*tI*~fi.tF~4l+-I-t-··i±nJ-Hr+-2-+--Hf-+hi-"'···Set{-i"'fl--..,.hdll····he--{letefH1inet:J--·b·y--di:-vctding--the-sllift+.f-the
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(4) The reduction in the PCI for the trunking basket designated section 61.42(d)(3) that results
from paragraphs (i)( I) and (i)(2) of this section shall be determined by multiplying the PCI for the
trunking basket by one minus the ratio of the dollar effect of the sum of the PCI reduction of the trunking
basket and the reductions otherwise applicable to the common line, traffic-sensitive, and marketing
expense baskets, to the R value of the trunking basket.

PCI, = PCI,_] * (I +(~Z IR + ((lnitiaITargetedRevenueDifferential - ActualTargetedRevenue
Differential)/R) +(Sum of Actual Targeted Revenue Differential for all baskets/R)))

U) In determining the extent of the targeting that shall occur pursuant to paragraphs (i)( l) and (i)( l) of
this section and § 61.47(i)(l) and (i)(2), local exchange carriers shall.

(I) Compute their anticipated residual interconnection charge amount by excluding revenues that are
expected to be reallocated to cost-causative facilities-based charges in the future. To determine
interconnection charge amounts so excluded in connection with the July I, 1997 tariff filings, the
following local exchange carriers shall use as an estimate of the residual interconnection charge revenues
the specified residual interconnection charge percentage: NYNEX, 77.63 percent; BellSouth, 56.93
percent; U S West, 59.14 percent; Bell Atlantic, 63.96 percent; Southwestern Bell Telephone, 69.11
percent: and Pacific Bell and Nevada Bell, 53.52 percent. Each remaining price cap local exchange
carrier shall estimate a residual interconnection charge in an amount equal to 55 percent of its current
interconnection charge revenues. For subsequent tariff filings in which the PCI reductions are to be
targeted to the interconnection charge, these initial estimates shall be adjusted to reflect the actual
amounts that have or will be reallocated. If the use of these estimates results in more PCI reductions
being targeted to the interconnection charge than required to eliminate the per-minute interconnection
charge, the local exchange carrier shall make the necessary exogenous adjustments to reverse the effects
of the excess targeting.

(2) Not include the amount of any exogenous adjustments reflected in the z component of the
formulas in §§ 61.44(b) and 61.45(c). Any such exogenous adjustments shall be reflected in the various
PCIs and SBIs in the same manner as they would if there were no targeting,

(k) [Removed and reserved,l-rht"-cakttliiltnnoflhE'PC~-f;)f-+he-bi:tsket-·de;.,tgHah:'{!-tH-*-()-I~.:R(tftf:)..}"hall

include any fe,id lIdl in (t'r-tun Ilet'f il'tt-<o'fntfc't' rt'\ t'1H-tl::"r-tct'fYd:~'f~l-pttf-S-lt-i-ffit-tf~**"(~I--~~-and 69, ISS of Htis--dtaj'tf1:'+-:
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